






































































































































COUNTY OF CHEMUNG - STATE OF NEW YORK
Noies To Financial Statements

Community College Region - The Corning Community College is operated jointly by the Counties of Chemung,
Steuben and Schuyler. The County of Chemung included approximately $3.8 million in its 2007 real property
tax levy to help finance the College's expenditures. In 2007, the County expended $3,771,725 in residential
tuition, which was based on capital and operating costs.

The following is a summary of audited financial information included in the financial statements issued for the
joint venture for the year ended August 31, 2007:

All Funds
Total Assets $ 39,628,518
Total Liabilities $ 20,462,802
Net Assets $ 19,165,716
Total Revenues $ 37,274,394
Total Expenses $ 35,003,680

Separate financial statements may be obtained by contacting the administrative office of Corning Community
College, 1 Academic Drive, Corning, New York 14830-3297.

Note 18. Chemung Tobacco Asset Securitization Corporation:
Nature of Organization

In January 1997, the State of New York filed a lawsuit against the tobacco industry, seeking to recover the costs that the
state and local governments had incurred in treating smoking related illnesses. Chemung Tobacco Asset Securitization
Corporation (the "Corporation") was established to acquire from the County, all or a portion of the rights, title and interest
under the Master Settlement Agreement (the "MSA") and the Consent Decree and Final Judgment (the "Decree") as
described herein.

The MSA includes New York and 45 other states, the District of Columbia, the Commonwealth of Puerto Rico, Guam, the
U.S. Virgin Islands, American Samoa and the Territory of the Northern Marianas, and four of the largest United States
tobacco product manufacturers: Philip Morris Incorporated, R.J. Reynolds Tobacco Company, Brown and Williamson
Tobacco Company, and Lorillard Tobacco Company (collectively, the "Original Participating Manufacturers"). On
January 5, 2004, Reynolds American Inc. was incorporated as a holding company to facilitate the combination of the U.S.
assets, liabilities, and operations of Brown and Williamson Tobacco Company with those of R.J. Reynolds Tobacco
Company. The agreement was entered into in settlement of certain smoking-related litigation and the Decree entered in
New York Supreme Court, including the County's right to receive certain initial and annual payments to be made by the
OPMs under the MSA.

The Corporation was formed to raise funds by issuing bonds, use those funds to acquire the rights to future proceeds from
a settlement agreement with various tobacco companies payable to the County, and remain in existence during the term of
the bonds to collect the tobacco settlement proceeds and service the debt.

The Corporation is dependent on future proceeds from the settlement agreement. Proceeds received in excess of the
Corporation’s operational expenses, debt service and required reserves are transferred to the County, as the beneficial
owner of the residual certificates, subject to restrictions imposed by certain trapping events.

During 2003, the Corporation adopted its first amendment to the indenture, dated as of December 1, 2000, between the
Corporation and Manufacturers and Traders Trust Company ("M & T"), as Trustee. The amendment effectively modifies
the indenture to be consistent with the official statement concerning downgrade trapping events as being immediate, in the
year in which the event occurred.

The Corporation is a local development corporation created in October, 2000 under Section 1411 of the New York State
Not-for-Profit Corporation Law. In accordance with Governmental Accounting Standards Board (GASB) Statement No.
39, "Determining Whether Certain Organizations are Component Units", and Technical Bulletin 2004-1, "Tobacco
Settlement Recognition and Financial Reporting Entity Issues", the Corporation is required to be included in the basic
financial statements of the County. Accordingly, the Corporation is presented as a blended component unit of the County.
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COUNTY OF CHEMUNG - STATE OF NEW YORK
Notes To Financial Statements

Basis of Presentation

The preparation of financial statements is in conformity with accounting principles generally accepted in the United States
of America and follows the guidance set forth by the Governmental Accounting Standards Board Statement No. 29, "The
Use of Not-for-Profit Accounting and Financial Reporting Principles by Governmental Entities”.

Tobacco Settlement Proceeds Receivable

This asset represents estimated payments to be received from the MSA between various tobacco manufacturers and state
and local governments. The MSA resolved cigarette smoking-related litigation between the manufacturers and the states.
The right to receive the payments was acquired by the Corporation through a purchase from the County.

Restricted Cash - Liquidity Reserve

The Corporation is required to place a portion of the bond proceeds in trust as a reserve to partially secure payments to the
bond holders. The restriction on these funds will be released as the bonds mature and are paid.

Restricted Cash - Trapping Reserve

The Corporation is required to place a portion of the bond proceeds in excess of debt service and operational expenses in
this account when a “trapping” event occurs. The trapping events include “consumption decline”, “downgrade”, “lump
sum” and “NPM” trapping requirements. During 2003, a downgrade trapping event occurred whereby an Original
Participating Manufacturer, with a market share of 7% or more, received a credit rating below “Baa3” by Moody’s or
“BBB” by Standard & Poors. The downgrade event requires that an amount equal to 25% of the outstanding bond
principal be trapped until one year after the end of the downgrade trapping condition. As of December 31, 2007, there
were insufficient available assets to fully satisfy the 25% trapping requirement. Future payments of residual certificates
will be suspended, and available monies trapped, until the 25% trapping requirement is satisfied or the downgrade
condition is removed. The Corporation began funding this account during 2003 and the outstanding balance at December
31,2007 was $252,660.

Restricted Securities - Held in Trust

Tobacco proceeds are held in trust by M & T on behalf of the Corporation. M & T invests the proceeds in highly liquid,
interest bearing securities, and performs the transfer of the debt obligations upon the instruction of Bond Logistics, the
administrator retained by the Corporation.

Residual Receivable/Payable to Chemung County

The Corporation receives 100% of the County’s tobacco settlement proceeds, aithough only 40% are applicable to the
Corporation. The residual 60% is refundable to the County. As of December 31, 2007, no residual assets due to the
County were held by the Corporation.

Related Party

The Corporation is a special purpose local development corporation, and is considered by legal counsel to be bankruptcy-
remote from the County. However, the Corporation’s board of directors is comprised of four elected or appointed
officials of the County, and one independent director. For financial reporting purposes, the Corporation is considered to
be a component unit of the County of Chemung.

Net Deficit
The net deficit is due to various expenses associated with the bonds. The future cash receipts from the MSA are expected

to offset this deficit. The largest payments provided for in the MSA are called initial payments and annual payments.
Both are subject to certain adjustments, reductions and offsets, which are described in the following paragraphs.
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Note 19.

Note 20.

Note 21.

Initial payments to New York State will be made in the first five years of the agreement, starting with $2.4 billion in 1999;
the last four of these will be subject to the volume adjustment, the non-settling states reduction, and the offset for
miscalculated or disputed payments. The Corporation is receiving the County's share of the payment in the last three years
of the agreement, starting in 2001. :

Annual payments to the State commenced on April 15, 2000, starting at $4.5 billion in 2000 and continuing into
perpetuity at a cap of $9 billion to be reached in 2018. The annual payments will be subject to inflation adjustment, the
volume adjustment, the previously settled states reduction, the non-settling states reduction, the non-participating
manufacturers adjustment, the offset for miscalculated or disputed payments, the federal tobacco legislation offset, the
litigating parties offset, and the offsets for claims. The Corporation started receiving the County's portion of the annual
payments on April 15, 2001.

Chemung County Library District:

In November 2005, the voters of the County approved a ballot initiative creating a county-wide Library District. The
Library District, has fifteen board members elected to three year terms. The initial board was appointed by the County
Legislature. The Library District Board of Directors has the authority to levy property taxes to support the district
operations.

With the creation of the Library District, the Library Fund and the Steele Memorial Library component units ceased to
exist. The Library District levies its own taxes and the board of directors are independently elected. It is not considered a
component unit of the County.

Restricted Net Assets:

The County, with the approval of the Federal Aviation Administration (FAA), began collecting passenger facility fees
("PFC") from all passengers departing from the Chemung County Regional Airport. These fees may only be used to fund
projects approved by the FAA. In addition, any funds derived from the sales of minerals or mineral rights on airport land
can only be used for airport purposes in accordance with FAA regulations. Accordingly, funds received from PFC
collections and from the sale of gravel and natural gas rights have been recorded as restricted in these financial statements.

Post Employment Healthcare Plan:

Plan Description - The County contributes to the Chemung County Employee Health Care Plan ("the Plan"), a cost
sharing single-employer defined benefit healthcare plan administered by Excellus Blue Cross and Blue Shield. The Plan
provides medical benefits to active and retired employees of the County. Currently, the costs of these benefits are
expensed as claims are incurred and are recorded as health and insurance expense. The retired employees reimburse the
County for a portion of these expenses and the reimbursed amount is allocated against this expense.

The County and the retiree each pay 50% of the premium cost until the retiree becomes eligible for Medicare. When the
employee becomes eligible for Medicare, the coverage converts to a Medicare PPO plan if the employee continues to live
in New York State and remains the same for retirees out of state. The County pays $108.14 of the Medicare PPO cost and
50% of the non-PPO coverage plus a Medicare off-set.

Actuarial Methods and Assumptions - Projections of benefits for financial reporting purposes are based on the Plan as
understood by the employer and plan members and include the types of benefits provided at the time of each valuation and
the historical pattern of sharing of benefit costs between the employer and plan member to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the short-term volatility in actuarial
liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.

In December 31, 2007, an actuarial valuation was performed in which the Projected Unit Credit method was used. The
actuarial assumptions include a 4% investment rate of return and an annual healthcare cost trend rate of 9% medical and
14% for prescription drugs in 2008, reduced by decrements to an ultimate rate of 5% for both medical and prescription
drugs after thirteen years.
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The actuarial value of the the Plan assets was determined using techniques that spread the effects of short-term volatility in
the market value of investments. The period used to determine amortization costs for the initial Unfunded Actuarial
Accrued Liability is a level period of thirty years. As of January 1, 2007, the most recent actuarial valuation date, the
Other Post Employment Benefits ("OPEB") plan was unfunded, resulting in an unfunded accrued liability of $36,179,614
which includes the Chemung County Nursing Facility.

The following table shows the components of the County's annual OPEB cost for the year, the amount actually contributed
to the plan, and changes in the County's net OPEB obligation to CCEHCP:

Annual required contribution $ 3,600,355

Interest on net OPEB obligation -

Adjustment to annual required contribution -
Annual OPEB cost (expense) 3,600,355

Contributions made (2.065.619)
Increase in OPEB obligation - net 1,534,736

Net OPEB obligation - beginning of year -

Net OPEB obligation - end of year $____1.534,736

The County's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for 2007 is as follows:

Percentage of

Fiscal Year Annual OPEB Annual OPEB Net OPEB
Ended Cost Cost Contributed Obligation
12/31/2007 $ 3,600,355 57.4% $ 1,534,736

The calculations above include the Nursing Facility and the total liability has been recorded as a liability in the statement
of net assets for the primary government as the financial statements issued for the Nursing Facility did not reflect the
OPEB obligation.

Note 22. Future Implementations of GASB Pronouncements:

The GASB has issued the following statements:
. Statement No. 50 Pension Disclosures, an amendment of GASB Statements 25 and 27. Effective for the
period beginning January 1, 2008.
e  Statement No. 51 Accounting and Financial Reporting for Intangible Assets. Effective for the period
beginning January 1, 2010.

These pronouncements will be implemented in the year required by each pronouncement. The effects of implementation
are not known at this time.

Note 23. Restatements:

Governmental activities net assets balance at January 1, 2007 has been restated for the bonds payable balance for a total
adjustment to net assets of $515,000.

The component unit net assets balance for the Chemung County Industrial Development Agency ("CCIDA") has been
restated to reflect amounts due to the County for amounts that had been previously reported as payable to the Revolving
Loan Fund. The CCIDA's liability with the County, was stated at amounts confirmed by the County. Amounts reflected as
a liability in excess of this balance, amounting to $1,807,063 at December 31, 2006, were adjusted resulting in an increase
in net assets as of January 1, 2007.
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COUNTY OF CHEMUNG - STATE OF NEW YORK

Schedule of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual - General Fund
For The Year Ended December 31, 2007

Revenues:
Real property taxes
Real property tax items
Non property tax items
Department income
Federal aid
State aid
Intergovernmental charges
Use of money and property
Sale of property and compensation for loss
Licenses and permits
Fines and forfeitures
Miscellaneous local sources

Total revenues

Expenditures:
General government support
Public safety
Transportation
Health
Economic assistance
Culture and recreation
Education
Home and comimunity services
Employee benefits
Debt service
Total expenditures

Excess (Deficiency) Of Revenues Over
Expenditures

Other Financing Sources (Uses):
Operating transfers in
Operating transfers out
Total other financing sources (uses)

Excess (Deficiency) Of Revenues And Other
Sources Over Expenditures And Other Uses

Fund Balances - Beginning Of Year

Fund Balances - End Of Year

Variance with
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Original Final Final Budget
Adopted Amended Actual Favorable
Budget Budget Results {(Unfavorable)
$ 22,224,483 $ 22,224,483 $ 22,605,293 5 380,810
1,547,000 1,547,000 1,808,181 261,181
32,279,576 51,514,527 52,382,557 868,030
14,685,478 15,084,786 15,720,153 635,367
23,798,154 25,116,777 23,383,451 (1,733,326)
25,830,804 27,859,932 24,836,728 (3,023,204)
506,620 4,517,323 4,254,636 (262,687)
716,037 716,037 732,587 16,550
956,500 963,655 1,112,531 148,876
5,500 5,500 5,655 155
262,300 262,300 277917 15,617
3.643.023 4.136.020 3.922.092 (213.928)
126.455.475 153.948.340 151,041,781 (2.906,559)
12,016,095 30,693,799 28,463,858 2,229,941
16,287,878 16,534,571 11,850,362 4,684,209
4,775,550 4,930,140 4,703,774 226,366
12,378,987 12,947,782 10,430,123 2,517,659
67,844,057 69,599,397 66,523,428 3,075,969

2,420,803 2,696,298 2,696,298 -
- 4,010,703 3,771,725 238,978
935,026 2,116,549 1,846,622 269,927
13,087,142 13,087,142 10,773,211 2,313,931

4.740.805 4.890.184 4.890.184 -
134,486,343 161,506,565 145.949,585 15,556,980
(8.030.868) (7.558.225) 5,092,196 12,650,421
- - 203,145 203,145
(5.056.994) (5.784.140) (5.123.670) 660,470
(5.056,994) (5.784.140) (4.920,525) 863.615
$_(13.087,862)  $_(13,342.365) 171,671 $__13,514.036

7.720,203
$  7.891.874



COUNTY OF CHEMUNG - STATE OF NEW YORK
Schedule Of Expenditures Of Federal Awards
For The Year Ended December 31, 2007

See accompanying notes to schedule of expenditures of federal awards.

Federal Pass-Through
Federal Grantor/Pass-Through Grantor/ CFDA Entity Identifying Federal
Program Title Number Number Expenditures
U.S. Department of Agriculture:
Pass through from:
New York State Department of Social Services:
Food Stamps Program 10.551 $ 965,842
New York State Department of Health:
Special Supplemental Nutrition Program for Women, Infants, and
Children 10.557 2.319.804
Total U.S. Department of Agriculture 3.285.646
U.S. Department of Health and Human Services:
Pass through from:
New York State Department of Social Services:
Social Services Block Grant 93.667 1,496,239
Foster Care - Title [IV-E 93.658 2,069,591
Adoption Assistance 93.659 902,383
Child Support Enforcement 93.563 529,085
Home Energy Assistance Program 93.568 2,862,893
Child Care and Development Block Grant 93.575 3,141,135
Chafee Foster Care Independent Living 93.674 55,750
‘Medical Assistance Program 93.778 1,484,924
Adoption Incentive Payments 93.603 263,441
Temporary Assistance for Needy Families Block Grant 93.558 5.943.182
18,748,623
New York State Division of Alcoholism and Drug Abuse:
Block Grant for Prevention and Treatment of Substance Abuse 93.959 167,142
New York State Department of Health:
Immunization Grant 93.268 CO15682 26,497
Public Health Preparedness 93.283 58,266
Public Nursing Home Quality 93.994 36,346
121,109
New York State Office of Mental Health:
Block Grant for Community Mental Health Services 93.958 39,000
Federal Medicaid Administrative Salary Sharing 93.778 64.200
—103.200
New York State Office for the Aging:
Aging - Title III, Part B 93.044 162,749
Aging - Title I1I, Part C 93.045 161,938
Aging - Title I11, Part D 93.043 5,789
Aging - Title III, Part E 93.052 51,805
Aging - Title VII 93.042 28,169
Aging - WRAP 93.568 45,306
Aging - HIICAP 93.779 28,137
Aging - HEAP 93.568 41,489
Aging - Medicaid Services 93.778 240,931
Aging - Nutrition Incentive Program 93.053 51.189
817.502
Total U.S. Department of Health and Human Services 19,957,576
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Schedule Of Expenditures Of Federal Awards
For The Year Ended December 31, 2007

U.S. Department of Labor:
Pass through from:
New York State Office for the Aging:
Senior Community Service Employment Program

U.S. Department of Transportation:
Direct Programs:
Airport Improvement Program
Highway Planning and Construction
'Federal Transit Capital Investment Grants

Pass through from:
New York State Department of Transportation:
Federal Transit - Formula Grant
Total U.S. Department of Transportation

U.S. Department of Homeland Security:
Direct Programs:
Urban Areas Security Initiative
Emergency Management Assistance
Total U.S. Department of Homeland Security

U.S. Department of Housing and Urban Development:

Direct Program:
Community Development Block Grant

U.S. Department of Justice:
Direct Program:
State Criminal Alien Assistance Program

U.S. Environmental Protection Agency:
Pass through from:
New York State Department of Health:
Source Water Assessment

Total Expenditures of Federal Awards
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17.235

20.106
20.205
20.500

20.505

97.090
97.042

14.219

16.606

66.468

26,586

5,092,999
1,427,391

857.364

7,377,754

256,174

s ——————

— 7.633.928

132,168

25.560

157,728

750,000

26,826

108,227

$__ 31,946,517



COUNTY OF CHEMUNG - STATE OF NEW YORK
Notes To Schedule Of Expenditures Of Federal Awards
For The Year Ended December 31, 2007

Note 1,

Note 2.

Note 3.

Note 4.

Basis of Presentation:

The accompanying schedule of expenditures of federal awards presents the activity of all federal financial assistance programs
of the County of Chemung - State of New York. The County of Chemung - State of New York reporting entity is defined in
the notes to the County's financial statements. All federal financial assistance received directly from federal agencies as well
as federal financial assistance passed through other government agencies are included on the schedule. The accompanying
schedule of expenditures of federal awards is presented using the modified accrual basis of accounting, which is described in
the notes to the County's financial statements.

Reporting Entity:

The amounts reported as federal expenditures generally were obtained from federal financial reports for the applicable
program and period. The amounts reported in these federal financial reports are prepared from records maintained for each
program. These records are periodically reconciled to the general ledger which is the source of the general purpose financial
statements.

Non-monetary Assistance:

Non-monetary assistance in the form of food stamps is reported in the schedule at the fair market value at the time of receipt,
or the assessed value provided by the federal agency.

Subrecipients:
Chemung County provided federal awards to subrecipients as follows:

Federal CFDA Amount

Program Title Number Provided
Federal Transit Capital Investment Grants 20.500 b 857,364
CDBG Small Cities Program 14.219 $ 735,000
Highway Planning & Construction (Safety Audit Grant) 20.205 $ 11,430
Federal Transit-Metropolitan Planning Grant - STEG 20.505 $ 48,150
Federal Transit-Metropolitan Planning Grant - First Transit 20.505 $ 51,046
Federal Transit-Metropolitan Planning Grant - City of Elmira 20.505 $ 8,570
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GROUP

What Counts

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND AND OTHER
MATTERS BASED ON AN AUDIT 'OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Chemung County Legislature
County of Chemung - State of New York
Elmira, New York

We have audited the financial statements of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of County of Chemung - State of New
York, as of and for the year ended December 31, 2007, which collectively comprise the County's basic financial statements and have
issued our report thereon dated September 24, 2008. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the County of Chemung - State of New York's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of County of Chiemung - State of New York's internal eontrol over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the County of Chemung - State of New York's
internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding paragraph and
would not necessarily disclose all deficiencies in internal control over financial reporting that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses.

A contro] deficiency exists when the design or operation of a control does not allow management or employees, in the normal course
of performing their assigned functions, to prevent or detect misstatements on a timely basis, A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the County of Chemung - State of New York's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the County of Chemung - State of New York's financial statements
that is more than inconsequential will not be prevented or detected by the County of Chemung - State of New York's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the County of Chemung -
State of New York's internal control.
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Compliance And Other Matters

As part of obtaining reasonable assurance about whether the County of Chemung - State of New York's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclose no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the County of Chemung - State of New York, in a separate letter dated
September 24, 2008. :

This report is intended solely for the information and use of the Chemung County Legislature, management of the County of
Chemung - State of New York and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

Bty | Fry ¥ Provedta Ly

Elmira, New York
September 24, 2008
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GROUP

What Counts

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Chemung County Legislature
County of Chemung - State of New York
Elmira, New York

Compliance

We have audited the compliance of the County of Chemung - State of New York, with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each
of its major federal programs for the year ended December 31, 2007, Compliance requirements applicable to the U.S. Department of
Transportation programs, Federal Transportation Administration Operating and Capital Assistance (CFDA 20.509 and 20.500), have
been audited by anotheér auditor, and our opinion, insofar as it related to that program is based solely on the report of the other
auditor. The County of Chemung - State of New York's major federal programs are identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs. - Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility of the County of Chemung - State of New
York's management. Our responsibility is to express an opinion on the County of Chemung - State of New York's compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards generally aceepted in the United States of America;.the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the County of Chemung - State of New York's compliance
with those requirements and performing such other procedures as we considered necessary in the circumstances. - We believe that our
audit provides a reasonable basis fot our opinion. Our audit does not provide a legal determination of the County of Chemung - State
of New York's compliance with those requirements.

As described in items 07-1 in the accompanying schedule of findings and questioned costs, the County of Chemung - State: of New
York did not comply with certain requirements applicable to the Community Development Block Grant - Small Cities Program.
Compliance with such requirements is necessary, in our opinion, for the County of Chemung - State of New' York to comply with
requirements applicable to those programs.

In our opinion, except for the noncompliance described in the preceding paragraph, the County of Chemung - State of New York,
complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs
for the year ended December 31, 2007. The results of our auditing procedures also disclosed another instance of noncompliance
with those requirements, which is required to be reported in accordance with OMB Circular A-133 and which is described:in the
accompanying schedules of findings and questioned costs as items 07-1.
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Internal Control Over Compliance

The management of the County of Chemung - State of New York, is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered the County of Chemung - State of New York's internal control over compliance
with requirements that could have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133. Accordingly, we do not express an opinion on the effectiveness of County of Chemung -
State of New York's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies or material weaknesses as defined below. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses as defined below.

A control deficiency in the County of Chemung - State of New York's internal contro] over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely basis, A significant
deficiency is a control deficiency, or.a combination of control deficiencies, that adversely affects the County of Chemung - State of
New York's ability to administer a federal program such that there is more than a remote likelihood that noncompliance with a type
of compliance requirement of a federal program that is more than inconsequential will not be prevented or detected.by the County
of Chemung - State of New York's internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more than a remote
likelihood that material noncompliance with a type of compliance requirement of a federal program will not be prevented or
detected by the County of Chemung - State of New York's internal control.

This report is intended solely for the information and use of the Chemung County Legislature, management of the County of

Chemung - State of New York, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties. ‘

E’W ,Pex ¢ 'AM.obt." Ly

Elmira, New York
September 24, 2008
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COUNTY OF CHEMUNG - STATE OF NEW YORK
Schedule Of Findings And Questioned Costs
For The Year Ended December 31, 2007

SUMMARY OF AUDITOR'S RESULTS:
1. The auditors' report expresses an unqualified opinion on the financial statements of the County of Chemung - State of New York.

2. No material weaknesses relating to the audit of the financial statements are reporting in the Report On Internal Control Over
Financial Reporting And On Compliance And Other Matters Required By Government Auditing Standards.

3. No instances of noncompliance material to the financial statements of the County of Chemung - State of New York were
disclosed during the audit.

4. The auditors' report on compliance for the major federal award programs for the County of Chemung - State of New York
expresses an unqualified opinion on major federal award programs.

5. There were no material weaknesses noted relative to the major federal award programs for the County of Chemung - State of New
York reported in this schedule.

6.  The programs tested as a major programs included:

Program Name CFDA No.
Airport Development Aid 20.106
Temporary Assistance for Needy Families 93.558
Social Services Block Grant 93.667
Child Care and Development Block Grant 93.575
Office for the Aging Cluster 93.044, 45, 53
Foster Care Title IV-E 93.658
CDBG Small Cities Program 14.219
Child Support Enforcement 93.563
Highway, Planning & Construction 20.205
Federal Transit Formula Grant 20.505

7. The threshold for distingnishing Types A and B programs was $958,396.
8.  The County of Chemung - State of New York was determined to be a high-risk auditee.
FINDINGS - FINANCIAL STATEMENT AUDIT

NONE
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COUNTY OF CHEMUNG - STATE OF NEW YORK
Schedule Of Findings And Questioned Costs
For The Year Ended December 31, 2007

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT
FINDING 07-1

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Community Development Block Grant - Small Cities Program - CFDA No. 14.219

Criteria: The compliance requirement of subrecipient monitoring requires that before distributing any Community Development
Block Grant - Small Cities Program funds to a subrecipient, the recipient shall sign a written agreement with the subrecipient.

Condition: The County of Chemung has a written subrecipient agreement with Southern Tier Economic Growth (STEG) in which
STEG agrees to utilize grant funds only to implement the activities described in, and in accordance with the terms of the County's
application, the written agreement and all applicable State and federal laws and regulations. However, per review of the invoice and
the check written for the portion that was passed through to the subrecipient, it appears that the check was not written to the proper
agency in which the agreement was made.

Effect: The County is not fulfilling its requirement to monitor the activities of its subrecipient for the Small Cities grant.

Recommendation: The County should monitor the distribution of funding to its subrecipient's more closely in the future.
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COUNTY OF CHEMUNG - STATE OF NEW YORK
Summary Schedule Of Prior Year Findings
For The Year Ended December 31, 2007

We reviewed the status of the County of Chemung's implementation of the recommendations on the audit findings reported in the fiscal
year 2006 single audit report and noted the following:

FINDING 06-1

Controls over Cash Disbursements

Condition and criteria: Testing of internal controls over cash disbursements revealed that two of the forty items examined did not
appear to have been properly approved prior to payment. It was also noted that in one instance, an invoice was incorrectly calculated
resulting in an overpayment of $83. It is the responsibility of the Treasurer's office to ensure that all of the documentation be properly
included, the payment is properly calculated and that all payments are approved prior to issuance of payment.

Effect: Inadequate internal controls over cash disbursements increase the chance of misappropriation of cash.

Auditor's Recommendation: The County Treasurer's office should implement a policy that requires certain documents and approvals
to be present prior to issuing payment. '

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.

FINDING 06-2

Electronic Wire Transfers

Condition and Criteria: It was noted that the Accounting Systems and Service Coordinator has the authority to initiate wire transfer
payments out of the County. Transfer requests in excess of $250,000 are confirmed by the bank via a call back to the Treasurer's

office. The Accounting Systems and Service Coordinator is also the individual responsible for reconciling the County bank accounts.

Effect: Incompatible duties of initiating, recording and reconciling increase the risk that a misappropriation of cash could occur and
not be detected in a timely manner.

Auditor's Recommendation: The County Treasurer's office should implement policies to prevent any one individual from initiating,
recording and reconciling transactions affecting cash.

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.

FINDING 06-3
Segregation of Duties

Condition and Criteria: The Accounting Systems and Service Coordinator is the system administrator for the New World Financial
Software. She also has the ability to initiate transactions, and reconciles all cash accounts.

Effect: Lack of segregation of duties increases the risk of misappropriation of assets occurring and not being detected.

Auditor's Recommendation: The County Treasurer's office should review personnel duties to ensure that control over high risk areas
does not rest with one individual.

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.
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COUNTY OF CHEMUNG - STATE OF NEW YORK
Summary Schedule Of Prior Year Findings
For The Year Ended December 31, 2007

FINDING 06-4
Fixed Asset Reporting

Condition and Criteria: It is the responsibility of the County Treasurer's office to ensure that all fixed asset additions and disposals
are properly identified and reported as such in the financial reports. It is also the responsibility of the County Treasurer's office to
ensure that all assets meeting the County's capitalization threshold are properly included in the reports. Although significantly
improved over the prior year, the reports received to audit fixed assets were incomplete and required significant adjustments.

Effect: Fixed assets reports received each year by the County Treasurer's office are incomplete and require significant time and effort
to produce the information needed to report fixed assets in accordance with GASB Statement No. 34. Specifically, the additions report
contained approximately $385,000 of assets that were duplicates of items already listed on the report. Also, the initial reports received
did not reconcile to the amounts reported in the prior year financial statements. This resulted in a net adjustment of $25,510,461 to
include the asset cost and accumulated depreciation through December 31, 2005 for the first phase of the infrastructure reporting for
the period 1980-2001.

Auditor's Recommendation: The County Treasurer's office should implement a training program to ensure that all personnel
responsible for the proper identification and recording of fixed assets, are aware of the current GASB standards. The Treasurer's office
should also prepare all necessary reports required for auditing fixed assets and ensure that the necessary reconciliations to the general
ledger data are completed and provided at the start of the audit for all equipment, capital projects, and infrastructure. The Treasurer's
office should also take the necessary steps to ensure that the beginning balances of the fixed assets agree to the prior audited balances.

Corrective Action Status: The client has addressed the recommendation and completed the cotrective action and there have been
activities designed to correct the prior-year finding.

FINDING 06-5

Audit Adjustments

Condition and Criteria: It is the responsibility of the County Treasurer's office to implement internal controls over financial
reporting. The auditor cannot serve as a function of the accounting internal controls. During the audit, we proposed forty-two

adjusting journal entries to the government type funds and six audit adjustments to the Agency fund.

Effect: The forty-two adjustments to the government type funds resulted in a decrease of $2,463,495 to the fund balance as initially
provided at the start of the audit.

Auditor's Recommendation: The County Treasurer's office should implement a closing process that provides for the preparation and
review of all significant account balances to ensure that all corrections are posted prior to the start of the audit.

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.

-59-



COUNTY OF CHEMUNG - STATE OF NEW YORK
Summary Schedule Of Prior Year Findings
For The Year Ended December 31, 2007

FINDING 06-6

Department of Health and Human Services, Temporary Assistance for Needy Families (TANF) Block Grant - CFDA No. 93.558
Condition and Criteria: Certain documents are to be maintained in case files to provide support for proper eligibility to receive
TANF assistance. A random sample of 40 cases of all active TANF cases was selected for testing. Our testing revealed nine case files

having incomplete information or missing various pieces of required information.

Effect: Nine case files were missing various pieces of documentation required to substantiate eligibility, resulting in total projected
questioned costs of $24,014 for those individuals for the year 2006.

Cause: The Department of Social Services did not follow established procedures relating to review and approval of case files.
Population and Items Tested: A sample of 40 case files was selected for audit totaling $12,553.

Auditor's Recommendation: We recommend that the Department of Social Services implement and monitor policies and procedures
to ensure that case files are reviewed and payments to clients are properly authorized.

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.

FINDING 06-7

Department of Health and Human Services, Child Care and Development Block Grant - CFDA No. 93.575

Condition and Criteria: Certain documents are to be maintained in case files to provide support for proper eligibility to receive child
care assistance. A random sample of 40 cases of all active cases was selected for testing. Our testing revealed one case file missing
the required information.

Effect: One case file was missing income documentation required to substantiate eligibility.

Cause: The Department of Social Services did not follow established procedures relating to review and approval of case files.

Population and Items Tested: A sample of 40 case files was selected for audit totaling $10,502.

Auditor's Recommendation: We recommend that the Department of Social Services implement and monitor policies and procedures
to ensure that case files are reviewed and payments to clients are properly authorized.

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.
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COUNTY OF CHEMUNG - STATE OF NEW YORK
Summary Schedule Of Prior Year Findings
For The Year Ended December 31, 2007

FINDING 06-8

Department of Transportation, Airport Improvement Program - CFDA No. 20.106

Condition and Criteria: Funds were drawn down and not spent with the required 36 hour time-frame.

Effect: The County earned interest on funds in excess of the $100 limit allowed by law.

Cause: The individual responsible for drawdowns was not aware of the 36 hour requirement.

Population and Items Tested: A sample of sixteen expenditures with reimbursements totaling $6,333,185 out of a population of
$7,142,775 were selected for testing. The funds for fifteen of the expenditures selected were not expended within the required time-

frame.

Auditor's Recommendation: We recommend that the County implement policies and procedures to ensure that drawdowns are made
only for either reimbursement purposes or for expenditures to be made within 36 hours of the drawdown.

Corrective Action Status: The client has addressed the recommendation and completed the corrective action and there have been
activities designed to correct the prior-year finding.
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